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ANNUAL REVIEW OF NEW ENGLAND BUSINESS: 


A Year of TRANSITION 


Nineteen hundred and fifty was a year with a dual 
personality. Economic behavior patterns changed 
abruptly at the middle of the year. 

Until June 25, business activity in New England and 
the nation was steadily edging upward from the reces- 
sion levels of 1949. Industrial production in June broke 
through the previous postwar peak of October and 
November 1918. The economy was geared to peace, 
despite the continuation of the “cold war.” The major 
question of the time was, “How far will the recovery 
extend, and can we avoid another recession?” 

The invasion of South Korea and the response of the 
United Nations created an entirely new set of condi- 
tions. Thoughts of recession valid, except possibly 
as a short transitional phase of the shift to a defense 
economy. The announcement of a large new military 
program in this country raised a new question after mid- 
year, “Can we rearm ourselves and our allies rapidly 
enough to meet all threats of aggression, and can we 
avoid dangerous inflation?” 


xk 
i. THE LEVEL OF BUSINESS 


During the summer and fall of 1950, consumers and 
businesses bought heavily, production and manufac- 
turing employment rose, and wholesale prices zoomed. 
The civilian economy prepared for the time when mili- 
tary production requirements would cut deeply into 
total national output. 

Military buying is still only beginning to affect the 
New England economy directly, although the antici- 
pation of enlarged Federal purchases has stimulated 
civilian activity by encouraging production for inven- 
tory and capital expenditures. Awards of unclassified 
defense contracts to New England manufacturers have 
shown only a slight upward trend since July, but the 
volume of contracts covered by security restrictions is 
evidently increasing. Recent developments suggest that 
the impact of military production will become fairly 
large by the middle of next year. 

Civilian purchases have stimulated most of the steady 
éexpingion of induattial prodietion since Dine 24, That 
rise has continued with but slight interruptions since 
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July 1949. The volume of industrial production in Octo- 
ber was 215 per cent of the 1935-1939 average, and No- 
vember output was at approximately the same level. 
The continued increase in industrial activity has led 
to expanded employment opportunities. New England's 
manufacturing employment rose gradually during the 
first half of 1950 and more sharply after July. It leveled 
out again in November. Nonmanufacturing employ- 
ment in the region also showed a small upward drift 
during the year. As the year ends, manufacturers are 
receiving new orders in great volume. , 


Inventories Still Lag 


Customers’ demands for most durable goods rose so 
rapidly in the second half of the year that manufac- 
turers’ and wholesalers’ sales have absorbed current 
output. Many of the region’s producers have not. been 
able to maintain their stocks of finished goods. Their 
inventories of materials and goods in process have been 
climbing, though generally not in proportion to the 
expansion in output. Buying policies have gencrally 
lengthened during the year, but many producers face 
growing shortages of critical items. The difficulty of 
expanding basic supplies in proportion to fabricating 
capacity and demand makes the materials problem one 
of major importance. 

The need for larger working capital to finance ex- 
panded inventories at higher prices and to meet seasonal 
requirements has produced a steady rise in business and 
industrial loans in New England. The late-spring rise in 
bank loans accelerated after the Korean crisis. The 
expansion slowed down again in November, partly be- 
cause retailers borrowed earlier than usual to finance 
Christmas inventories. Nevertheless, by the end of 
November outstanding business and agricultural loans 
in this District were 33 per cent higher than they had 
been at the beginning of 1950 and 35 per cent above the 
level of a year earlier. 

Growing consumer and military demand also pro- 
Hieed liver Fequiteiiwntia fie industrial expansion. 
Capital-spending plans of private industry in the United 
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CHANGES IN INDUSTRIAL ACTIVITY 
New England and United States 
October 1950 vs. October 1949 
Per Cent Change 
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States at the beginning of 1950 called for expenditures 
about 13 per cent below the 1949 level. By the end of 
the year, however, greater industrial optimism produced 
a jump in planned expenditures almost back to the 1949 
figure. Next year’s capital expansion will probably be 
even larger. Contract awards for manufacturing build- 
ings in New England lagged until June and then spurted 
to a level well above that of last year. 


Consumer Income Climbs and Savings Drop 


Except for a slight dip in the early spring, consumer 
income in New England increased steadily throughout 
1950. After fighting. began in Korea, increased employ- 
ment, longer hours of work, and wage and salary raises 
accelerated the increase in consumer income. 

Cash receipts from marketings by New England 
farmers decreased 8.9 per cent in the first nine months 
of this year as compared to the same period in 1949. In 
April farm prices began to rise again, however, and the 
rate of increase became greater after the Korean out- 
break. While the shift from a peacetime economy to an 
economy geared to rearmament has brought generally 
higher agricultural prices, some segments of New Eng- 
land agriculture are still experiencing production read- 
justments. New England dairymen and poultrymen 
have benefited from an increase in prices, but the re- 
gion’s potato producers, apple growers, cranberry rais- 
ers, and truck gardeners face adverse price conditions. 

As incomes rise, the rate at which consumers save 
and draw on their past savings assumes great importance 


in determining the extent of price increases. During the. 


first four months of 1950, personal savings in New Eng- 
land grew at a higher rate than they had during the 
year 1949. In May and June, savings slowed as New 
Englanders increased their expenditures for durable 
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consumer goods and houses. After hostilities broke out 
in Korea, there was a marked ines: se in deposit with- 
drawals of individuals at financiai institutions. The 
heavy withdrawals slowed down by the end of Septem- 
ber, and personal savings may have increased during 
the last quarter of the year. 

Vacation business in New England was disappointing 
in 1950. Skiable snow did not come until mid-February. 
Winter-sports income was almost 30 per cent below that 
of the 1947 and 1948 seasons. Abnormally cool weather, 
the “buying spree” after fighting broke out in Korea, 
housing expenditures, and the flow of tourists to Europe 
held summer vacation business down close to 1949 
levels. Money for vacations in New England was not as 
plentiful as employment and income levels indicated 
it should be. 


Consumers Set the Pace 

Increasing incomes and the extension of consumer 
credit facilitated a sharp increase in retail sales in New 
England from July through October. During the first 
six months of 1950, cumulative sales were about three 
per cent ahead of those in the same period last year, but 
for the first ten months they were roughly eight per 
cent ahead. 

Consumers set in motion a series of decisions in re- 
lated fields of commercial, industrial, and financial 
activity after the beginning of the Korean conflict. 
Retailers moved their buying plans ahead because of 
the general upswing in retail trade from July to Septem- 
ber. Consequently, manufacturers accelerated their pur- 
chases of raw materials and their production schedules. 

The extension of consumer credit increased at a rapid 
rate in retail stores and financial institutions from July 
through September. Restrictions on consumer instal- 
ment credit reappeared under Regulation W on Septem- 
ber 18 and were made more stringent on October 16. 
Sales of durable consumer goods in November declined 
below those for the same month a year ago, largely 
because demand had been “borrowed” earlier and be- 
cause credit terms were tighter. 

Until mid-August, residential building activity in 
New England ran at a level almost twice as high as that 
in the corresponding period of 1949. There was an almost 
immediate reaction, however, to the tightening of terms 
in July for FHA- and VA-approved loans. Private lend- 
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ers followed the Government's lead by stiffening their 
terms and exercising greater selectivity in their mort- 
gage business. 

A downturn in residential building commitments had 
taken place before Regulation X was issued in October. 
Regulation X restricted loans on new construction, and 
the FHA and VA extended these controls to a large por- 
tion of residential mortgage business. The credit restric- 
tions were designed to cut home building by a third, but 
their effects will not be fully apparent before spring. 


II. PRICE MOVEMENTS 


Price movements in 1950 reflected the year’s twofold 
character. The price level rose gradually during the 
first few months of the year, and the rate of increase 
quickened in the spring as prosperity and business 
optimism grew. In early June there was some doubt 
about future business conditions, and the price rise 
faltered. Then came June 25, and since that date prices 
have jumped at the crack of the Korean whip. 

Spot prices of basic commodities declined slightly 
from January until April and then turned sharply up- 
ward. The 28-commodity index of the United States 
Bureau of Labor Statistics advanced about ten per cent 
between early April and early June, as businessmen 
decided that economic conditions warranted heavier 
buying. Twenty-one of the 29 prices comprising the in- 
dex rose during the spring upturn. 

The rise in wholesale prices also accelerated after 
April. The B. L. S. wholesale price index registered a 
four per cent gain from January to June. The building 
boom led to a price rise of about five per cent for the 
building-materials group, as lumber advanced 12 per 
cent. Consumers in the nation paid almost two per cent 
more for their purchases in June than in January. Most 
of the rise occurred from April to June. The June index 
of consumers’ prices of the B. L. S. was only 2.5 per 
cent below the postwar peak of 1948. 

The Korean outbreak obliterated any fears of a sum- 
mer slackening in business activity. Individuals and 
business firms promptly stepped up their buying, as 
they remembered the shortages of World War II. The 
Korean crisis affected prices before it materially altered 
person’! incomes or the supply of goods. 

Basic commodity prices started upward immediately 
after June 25 and recorded steady advances except for 


two weeks of favorable war developments in September. 
Imported commodities led the rise. By November, the 
over-all index was 39 per cent above the March level. 

Between June and October, the wholesale price index 
of the B. L. S. advanced about seven per cent, and the 
sample weekly index continued to advance into Decem- 
ber. The groups which led the rise with increases greater 
than 25 per cent were crude rubber, eggs, oils and fats, 
hides and skins, drugs and pharmaceutical materials, 
cotton goods, woolen and worsted goods, and paper- 
board. Lumber prices increased 15 per cent from June 
to September, but the slackening of the residential build- 
ing boom in the fall produced a price decline. The whole- 
sale price index was at an all-time peak in November, 
12 per cent above the March level. 

Retail prices in the nation reached a new all-time 
high during October. The B. L. S. reported that its 
consumers’ price index stood 0.2 per cent above the pre- 
vious high in 1948 and 2.7 per cent above the pre- 
Korean level. The Massachusetts consumer found over- 
all prices stable in November, according to the Massa- 
chusetts Department of Labor and Industries. 

The price picture became more uncertain in Decem- 
ber as the Federal Government ordered rollbacks in 
certain prices and appealed for voluntary restraint by 
business to check the steady rise in retail prices. If 
voluntary controls are ineffective, it appears that 
mandatory price control may follow. 


lil. THE LABOR SCENE 


Labor conditions in New England improved appre- 
ciably during the first half of 1950. Nonagricultural em- 
ployment climbed slowly from the postwar low reached 
in February. Manufacturing employment, especially in 
the durable-goods industries, continued the expansion 
started in late 1949. The level of unemployment receded, 
and areas of critical labor surplus declined steadily in 
number. Many plants lengthened their workweeks. 
Wage rates advanced, and weekly earnings were higher 
than they had been in 1949. 

After the outbreak of war in Korea, employers hired 
at a more rapid rate. Nonagricultural employment in 
New England was higher in October than it had been 
since December i948. The 3,330,600 employment total 
in October was five per cent more than the number at 
work both in June 1950 and in October 1949. In every 
month since February fewer workers received unem- 
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ployment benefits than in the same months of 1949. By 
October the number of persons drawing benefits was at 
the lowest level since World War II. 

The number of factory employees in New England in- 
creased more rapidly than the number of nonmanufac- 
turing employees. Factory employment in October was 
nine per cent higher than in June 1950 and ten per cent 
above the level of October 1949. It was higher than at 
any time since November 1948. All of the region’s major 
manufacturing industries except food and apparel 
shared in the year-to-year gains. The largest advances, 
which ranged up to 28 per cent, occurred in the durable- 
goods industries. Soft-goods plants making textiles, 
chemicals, and rubber products also operated at sub- 
stantially higher levels. 

Less than a year ago many industrial areas in the 
region were suffering from critical unemployment. The 
number of such areas declined throughout the first half 
of 1950, and by September there were none left. Some 
localities which suffered from critical unemployment 
only a few months ago now fall in tight or balanced 
labor-supply classifications. 

No general labor shortages have developed as yet, but 
some employers have found it diflicult to obtain skilled 
workers, especially for the metalworking industries. Re- 
ports of shortages of unskilled and semi-skilled male 
labor are also becoming more numerous. Further tight- 
ening of the labor market is anticipated as the scope of 
the defense program increases and as the armed services 
expand their manpower. 

Many plants lengthened their workweeks in order to 
increase production. By mid-October the average work- 
week for manufacturing workers throughout the country 
was 41.4 hours, the highest since December 1945. Pro- 
duction workers in New England generally shared in 
the increase, although the 40.7-hour average in Massa- 
chusetts during October was slightly lower than the 
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September figure. The workweek has lengthened most 
in the durable-goods industries. 

After June a wave of wage adjustments brought in- 
creases to both union and nonunion workers. In some 
industries the adjustments were the second in a short 
time. For many workers the inclusion of a cost-of-living 
clause in their labor contracts provided for wage flexi- 
bility in the future. 

Workers in all types of establishments are earning 
more than they did a year ago, as a result of both 
longer hours and higher wage rates. By October, manu- 
facturing wages in most states were at an all-time high. 
In New England, average earnings of factory workers 
ranged from $48.81 in Maine to $63.56 in Connecticut, 
in contrast to $61.98 for the nation. Additional increases 
in both hourly and weekly earnings are anticipated as 
hours lengthen further, as defense industries expand 
employment, and if new wage adjustments are made in 
the absence of wage stabilization. 


IV. MANUFACTURING INDUSTRIES 


Throughout 1950, the behavior of the manufacturing 
industries has been the principal determinant of New 


England economic activity. During the first half of the ~ 


year, the decisions of individual producers and their 
customers controlled the business scene. Since June 25, 
the influence of actual and anticipated government re- 
quirements has had an increasing effect upon the status 
of each industry group. 


The Metalworking Industries 

The metalworking industries have experienced the 
greatest rise in activity during the year. They responded 
to the cyclical upturn in early 1950 and were enormously 
stimulated by accelerated tooling and production needs 
after the Korean outbreak. 

Producers of electrical machinery and apparatus in 
New England expanded their employment 22 per cent 
between January and October 1950. During that period, 
the rate at which new orders flowed to electrical-equip- 
ment manufacturers in Massachusetts increased more 


than 1590 per cent. Increased demand for television sets, . 


household appliances, and other consumer items pro- 
vided an important stimulus, but the big bulge resulted 
largely from the speed-up in capital replacement and 
expansion after June 25. Military orders have become 
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more of a factor in the industry. Cutbacks in many 
consumer items are impending for early 1951; some 
have already been announced. 

A similar though slightly less spectacular expansion 
took place in the nonelectrical-machinery industry. 
Employment by New England's machinery producers 
rose 17 per cent from January to October, and the rate 
of receipt of new orders more than doubled. Machine 
tools are leading the way. New orders for machine tools 
in the nation during the second half of 1950 were five 
times as large as those received in the second half of 
1949, and the October backlog of orders equaled a 
year’s output at current delivery rates. So far, direct 
defense orders have represented a comparatively small 
portion of the business volume. 

The transportation-equipment industry has not yet 
shared in the general rise in factory employment. Auto- 
mobile assembly and parts plants in the region were 
already running at near-capacity levels, and the normal 
seasonal decline in October because of model changes 
restrained the autumn surge characteristic of most 
other metalworking industries. Aircraft engine and parts 
manufacturers in New England have received Govern- 
ment contracts in larger volume, however, and several 
Connecticut plants closed since the war have reopened. 
Sharply expanded employment is in prospect during 
the first half of 1951. 

Shipbuilding staffs have expanded somewhat, although 
not in all yards. Only a limited volume of ‘‘demothball- 
ing” and ship repair is under way, and new construction 
is limited to ships which have been in process for a long 
time. Heavy layoffs at some yards appear likely unless 
new orders are received. 


Ordnance Production Expands 


Ordnance production in New England picked up 
momentum in the second half of 1950. Employment 
was about 15 per cent higher than in the same period of 
1919, and average hours per week gained nine per cent. 
Defense contracts are still coming in fairly slowly, but 
substantial expansion seems likely next year. 

The other fabricators of metal also shared in the 
transition during 1950 from civilian recovery to de- 
fense boom. Their employment in New England rose 16 
per cent from January to October, and orders flooded in 
during the second half of the year. Brass and copper 
fabricators, for example, stepped up their shipments in 
the first nine months of 1950 by 42 per cent above those 
in the same period last year. 

Metai shortages have handicapped fabricators in all 
the metalworking industries, and the National Produc- 
tion Authority has imposed restrictions on inventories 
and civilian use to clear the way for larger defense pro- 
duction next year. Producers of primary metals in both 
New England and the nation have expanded their em- 
ployment and output, but basic capacity is still unable 
to keep up with the demands of fabricators. Defense 
requirements have intensified the need for a regional 
source of flat-rolled steel and have increased the likeli- 
hood for early construction of an integrated New Eng- 
and steel mill. 

The lumber, furniture, and stone, clay, and glass in- 
dustries also showed increasing activity during 1950. 
The strength of those industries depended heavily upon 
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the boom in residential construction. Their employment 
gains from October 1949 to October 1950 ranged from 
14 to 19 per cent. 

The sellers’ market in New England for both softwood 
and hardwood lumber grew in strength throughout the 
first ten months of the year and was accompanied by 
generally rising prices. By the end of the third quarter 
manufacturers’ stocks of dry lumber were unusually 
low. One large box producer was filling emergency orders 
with lumber procured at double its ordinary cost. 

The decline in lumber requirements for residential 
building during the autumn has not yet been balanced 
by a rise in defense requirements for softwood lumber. 
The local softwood market has been in a state of mild 
uncertainty since early in the fall. Demand for hard- 
wood lumber continues strong as furniture production 
and other industrial activities remain at high levels. 


AVERAGE WEEKLY EARNINGS 
SELECTED MASSACHUSETTS INDUSTRIES 
Ed OCTOBER 1950 VS. OCTOBER 1949 
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The market for New England-made furniture re- 
mained strong throughout the first 11 months of 1950, 
except in some juvenile lines. Uncertainty began to ap- 
pear around December 1, however, even though book- 
ings will provide full-time operation through March. 
The industry tended to blame its less confident feeling 
at the end of the year on the world crisis rather than on 
a drop in residential building. 


The Soft Goods 


The nondurable-goods industries of New England 
were slower to respond to the new set of economic condi- 
tions, though they did record steady gains in output 
and employment as the outlook changed throughout 
the year. Textile manufacturing epitomized the transi- 
tion. By the middle of the year prices of textile products 
had started to rise, and new orders received by mills had 
already reflected the increased confidence of retailers. 
The rate of improvement quickened after the Korean 
conflict began. By November, only the woolen division 
reported a depressing lack of orders. Unemployment 
problems vanished in most textile communities, as em- 
ployment increased ten per cent from July to October. 
Most textile mills granted general wage increases for 
the first time since early in 1948. The shortage of wool 
and its high cost, plus inability to secure defense con- 
tracts, caused layoffs at a number of New England 
woolen mills in December. 

The apparel industry was one of the two manufac- 
turing groups in New England which operated at a 
lower level in October 1950 than in October 1949. 
Seasonal expansion during the fall was less than it was 
a year ago. Layoffs and part-time work were widespread 
by late October. Rising fabric prices and labor costs are 
being reflected in higher prices for spring lines. 

At the end of the year a cautious attitude of watch- 
fulness prevailed among New England textile and ap- 
parel manufacturers because of high prices and short- 
ages of raw materials, a tight labor market, a delay in 
the expected consumer shift to purchases of soft goods, 
and concern about how consumers would react to higher 
prices of apparel and other textile products. 

New England shoe and leather plants had a relatively 
good year in 1950. Production and employment were 
slightly higher than in 1949. Shoe stores did not share 
substantially in the stepped-up consumer buying during 
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the summer, however, and the outlook for 1951 is more 
uncertain. Some retailers are hesitant about making 
heavy commitments for spring because of the uncer- 
tainty of consumer reaction to higher prices. Leather 
buying by shoe manufacturers for inventory purposes 
after the outbreak of war in Korea boosted tanning 
activity, but rapidly rising hide and leather prices cur- 
tailed new ordering in the fall. 

Despite a disappointing spring season, the New Eng- 
land costume-jewelry industry spurred its output after 
the July vacation shutdowns. Manufacturers produced 
heavily for inventory to be sure that Christmas volume 
would not be impaired by material shortages. By 
October, employment in the Rhode Island segment of 
the industry was at an all-time high. A pickup in retail 
sales during the fall led to a continuation of high-level 
production through November, but manufacturers are 
beginning to experience material shortages. 

The food and printing and publishing industries were 
exceptions, along with apparel, to the marked industrial 
improvement in New England during 1950. Employ- 
ment by the region’s manufacturers of food lagged 
behind that of last year, and employment in the print- 
ing and publishing industry was only slightly higher 
than in 1949, 

The pulp and paper industry, on the other hand, 
faced a steady increase in demand throughout the year. 
Production to rebuild distributors’ inventories was high 
during the early months of 1950, and demand for im- 
mediate consumption intensified after the middle of 
the year. Gray markets have become prevalent despite 
price increases. Pulp supplies are tight, and higher prices 
for both pulp and paper are forecast for 1951. 

The chemical and rubber industries in New England 
have also expanded their rates of operation during the 
last year. In October their employment totals were 
twelve and eight per cent, respectively, above the fig- 
ures for October 1949. Producers of heavy industrial 
chemicals, such as sulphuric acid, have received new 
orders because of the impending transition to a defense 
economy, though some branches of the chemical in- 
dustry have lagged. Foam-rubber products have led the 
expansion in rubber production, and more expansion is 
planned. The enforced shift to higher proportions of 
synthetic rubber and soaring prices for natural rubber, 
however, have produced dislocations in both the produc- 
tion and marketing of rubber products. 
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Our Prospective Food Bill 


RETAIL FOOD prices are almost certain to continue into 
1951 the upward trend which started in the early part 
of 1950, because of an expansion in income and employ- 
ment generated by an enlarged defense program. 

As the country’s economic activity improved in the 
first half of 1950, food prices rose modestly. Following 
the outbreak of the Korean War, prices increased 
rapidly because of scare buying and temporary short- 
ages of some lines. If consumer incomes increase as 
expected and fewer durable consumer goods are avail- 
able in the market, consumers will probably spend more 
for food and stimulate a further increase in prices. 

During the fall prices declined seasonally in some 
lines, but in November they started to rise again. Price 
controls are now being considered for food items. This 
article is written on the assumption that there will be 
no control of food prices. The reader may make an 
allowance for their influence. 


Meat Consumption to Rise 


Since 1948, meat production has increased steadily 
but just about enough to keep up with the increase in 
population. Consumption of meat per person has re- 
mained relatively stable. In 1951 meat consumption per 
person is expected to be about three pounds above the 
1950 level of 145 pounds, but will still be seven pounds 
below the record of 155 pounds set in 1947. 

Beef production may be a little larger in 1951 than 
in 1950. The American consumer is currently eating 63 
pounds of beef per year in comparison with the 54 
pounds he ate in 1939. Cattle numbers have not ex- 
panded yet to the point where they can provide for both 
further increases of stock on farms and large numbers 
for slaughter. Consequently, beef prices may rise this 
winter because increased demand will probably out- 
strip the amount of beef on the market. 

A larger number of hogs and their slightly heavier 
slaughter weight will put a larger supply of pork on 
the market during the first half of 1951 than in the same 
period of 1950. The 1950 fall pig crop which determines 
the pork supplies for next spring and summer was about 
five per cent larger than the crop in 1949. Thus the out- 
look is for larger supplies of pork. But due to the 
heavier expected demand, we may expect a_ higher 
retail price of pork during the first six months of 1951 
than during the same period of 1950. The size of the 
1951 spring pig crop and available feed will determine 
supplies available during the last half of the year. 

Lamb prices will probably be high again in 1951. 
Supplies now are at a record low point with no prospect 
for increases in 1951. In fact, supplies of lamb and 
mutton may be smaller and prices higher than in 1950 
if sheepmen hold back from the market large numbers 
of lambs for the purpose of rebuilding flocks. 

Supplies of eggs next year will enable per capita con- 
sumption to increase from the 1950 level of 384 eggs. 
On November 23, the United States Department of 
Agriculture announced that there would be no price 
support program for eggs in 1951. Egg prices will prob- 
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ably decline seasonally from current levels during the 
first part of 1951. If meat prices should increase, how- 
ever, beyond the present expected levels, consumers 
would probably eat more eggs, and bid up egg prices. 

Poultry meat prices will follow the upward trend of 
red meat prices. The increases in the price per pound, 
however, are unlikely to be as much as for red meai. 
Supplies of chicken meat will probably be somewhat 
heavier in 1951 than in 1950. The high prices of meat 
will encourage further expansion of the broiler industry 
and larger marketings of chickens from farm flocks. 

Civilian consumption of fluid milk and cream may be 
somewhat larger in 1951 than the rate of about 178 
quarts per person which has prevailed for the past three 
years. Increases in the price of fluid milk and cream 
will depend on price-determining bodies and mechan- 
isms. In areas where the Boston Milk Formula deter- 
mines the retail price of milk it may only change 
seasonally. Per capita ice cream consumption quite 
likely will increase in 1951, thus reversing a four-year 
downward trend in consumption. Butter and cheese 
consumption have good prospects for a slight increase. 
Prices of dairy products, however, will probably not 
increase as much as prices of some other foods, such as 
meat, which enjoy a high consumer preference. 


Fruit Supplies Plentiful 

Fresh fruits, with few exceptions, were in plentiful 
supply in 1950 during the fall and will probably con- 
tinue to be readily available throughout the winter. 
Apples sold in New England at the lowest retail price 
in several years. The crop harvested this fall was larger 
than the average for the previous 10 years, and apple 
growers anticipate low prices during the winter. 

Inventories of canned fruits and vegetables were 
smaller in the fall of 1950 than they were in the fall of 
1949. There was a smaller pack in 1950 than in 1949 
and a six per cent smaller carryover in stocks of canned 
fruit and about a two per cent smaller carryover in 
stocks of vegetables. A shorter supply, coupled with in- 
creased demand from civilians and the military, in- 
creased prices by from seven to 30 per cent between 
mid-May and mid-August. Further increases in the 
retail price of many of these items appear to be certain. 

Output of frozen fruit and fruit juices set a new 
record in 1950; frozen vegetable output was the same as 
in 1949. Frozen fruit and vegetable prices will probably 
follow the upward trend of food prices, but supplies 
should be adequate to prevent sharp increases. 

Prospects for food prices in the year ahead can best 
be characterized in terms of the four ‘‘D’s’’: direction, 
duration, degree, and distance. We know that the direc- 
tion of food prices is likely to be upward. But we do not 
have answers to the questions, ‘How long will prices 
rise?” “‘How steep will the rise be?” or “How high will 
they go?”’ The answers to these questions depend prin- 
cipally on what Congress may do, developments in the 
international situation, purchasing power which con- 
sumers have to spend for food, and the weather. 
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(Third in a series of articles describing individual com- 
munity industrial-development programs in New England) 


In 1918, the 19,000 inhabitants of Danbury, Connecti- 
cut, were entirely dependent upon the manufacture of 
hats and allied products for industrial employment. The 
hat industry was highly seasonal. While the hourly 


- wages of hat workers were high, their yearly incomes 


were low. 

Reliance on one industry led to unstable employment 
conditions and encouraged many of the ambitious 
young people of Danbury to leave town to look else- 
where for employment. To improve the situation the 
people of the community wanted to diversify the city’s 
industrial base. To do that, a group of businessmen 
formed the Danbury Industrial Corporation shortly 
after the end of World War I. 

Their venture was one of the first community-develop- 
ment corporations in the country. They sold stock for 
$10 a share to the general public to raise the original 
capital of the corporation. It was not difficult to sell 
the stock. More than 1,000 original stockholders bought 
$163,000 worth of stock. There were many small stock- 
holders and only a few large ones; some participants 
bought only one share. The hat manufacturers of Dan- 
bury cooperated fully in the venture and constituted 
the largest group of stockholders in the corporation. 
Some manufacturers sold stock at their plants to em- 
ployees, and one even bought stock for his employees. 

The Danbury Industrial Corporation purchased an 
existing industrial building of 36,000 square feet for its 
first acquisition and rented it to a new manufacturer. 
Later the industrial corporation constructed an 8,800 
square-foot addition to the plant. 

Since the industrial corporation bought its first 
factory, it has built five new plants to the specifications 
of manufacturers who first occupied them on a lease 
basis. The rentals are based on the original cost of the 
buildings and range from 35 to 50 cents per square foot 
a year. The corporation has shown a willingness to 
grow with its tenants and has constructed additions to 
its buildings from time to time as the need has arisen. 
Altogether, the Danbury Industrial Corporation has 
built about 250,000 square feet of modern industrial 
space for the diversified enterprises which it has brought 
into Danbury. 

Originally the corporation did not intend to sell its 
buildings. However, it has sold two of them to tenants 
who wanted to own their factory space. The corpora- 
tion is now prepared to build plants on a rent-amortiza- 
tion basis with an option for the occupant to purchase 
if he should so desire. 

The industrial corporation has used its own funds to 
finance part of the cost of construction of new factories. 
With the capital of the corporation available as equity 
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money, insurance companies have been willing to lend 
additional sums on a mortgage basis to erect the fac- 
tories. While local banks have not put money into the 
buildings, they have aided the community’s industrial 
development by making short-term loans to manufac- 
turers inthe industrial corporation’s plants. 

Dayrbury has made good progress in converting from 
a ope-industry town since the establishment of the in- 
dustrial corporation. Only about half of its industrial 
employment is now concentrated in the hat industry. 

The Danbury Industrial Corporation has brought 
six new manufacturers into Danbury largely by provid- 
ing desirable industrial space on a rental basis. Those 
concerns now employ about 575 workers and have a 
total annual payroll of approximately $1,300,000. 

The diversification of industry in Danbury through 
the efforts of the industrial corporation has led to the 
establishment of a pool of skilled and semi-skilled work- 
ers in a variety of industries from which other new 
manufacturers can draw. ‘The existence of the Danbury 
Industrial Corporation and an improved community 
attitude toward industry have been important factors 
in causing at least six other manufacturers to locate in 
Danbury, even though they have not asked for help 
from the industrial corporation. 

In addition to the construction of five new plants and 
the purchase of one existing building, the Danbury In- 
dustrial Corporation has acquired good industrial land 
along the railroad during the past several years. With 
desirable industrial sites on hand, it is now in a position 
to deal with prospects as soon as they turn up and to 
fill their needs promptly. 

The Danbury Industrial Corporation maintains an 
office with a paid secretary, but the officers of the cor- 
poration serve without compensation. The corporation 
does not utilize advertising campaigns or other promo- 
tional devices to attract manufacturers, [t has had the 
most success in working through industrial realtors. The 
corporation has carefully screened prospective tenants, 
and has maintained close contact with those who moved 
in. [t has sustained only one default on its leases. 

The stockholders have always thought of the indus- 
trial corporation as a nonprofit organization, and it has 
not promised dividends or paid them regularly. Never- 
theless, the corporation has declared dividends from 
time to time in the past 32 years as it has built up 
surplus funds. It has repaid stockholders 51 per cent of 
the original cost of their stock in dividends. 

The corporation has plowed a large part of its earn- 
ings back into the business, and it has sustained no 
losses. As a result, its assets today considerably exceed 
the original $163,000. All of its buildings are in first- 
class condition and are fully occupied. The Danbury In- 
dustrial Corporation is in a sound financial position to 
continue its work, 
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